
Investor Should Watch
Capacity of Raiiroads

OHEoseWitliGreatest Facilities Will Bene¬
fit Most From an Increase in Traffic;

Some Technicalities Explained
By William E. Hooper

THERE are various ways of measuring tho volume of railroad traf-
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\- illustrating the various factors
" ei ter into a discussion of tiie
apacity of -\ -- i ican railroad:-, let us

take a month of heavy traffic. such a<=
Uctobcr. In October, 1917. tho average!iles run by each rr-:-isri:t. car was

1918, 26.2: in 1919, 27.3: in
nd in 1921, 26.8. It will be

" d thal *' .- lage per car per day
was better in 1921 with its 29.oori.oiin'.
£.-"> v,!' ol freight than in 1918, with
J** i *trly 3,739,000,000-ton miles.

average number of tons of
fn gi '. loaded nn each loaded i-a' it
¦¦.i'l lo noted that the number of empty

not 1 into consideration in
tiguring :'.o average was *J7.7 in
»ctob< r, ;:!!7; 29.7 in 1918, 28 in 1919,

29.9 in 1920, ai d 27.22 in 1921.
The percenLage vf unserviceable to

total freight cars for October, 1917.!
waa 6.6, in 1918, 6; 1919, 8.5; in 1920,
7.3. and in 1921, 14.8.

Variety of Factors
These r-vanrpies a.e r;rr-<-i r,,eiely inj

an attempt to call attention to the
variety of fafLrir« -.¦.:.ich must be taken
nto consideration when an attempt. ia
..... to generalize about the whole
country's ^aiiroad caparif. ,

.Wth these limltationa in mind It Is
p^f? b!« to make cortairi broa'l iren-|
cra-r/a: ons that will !>e pretty likely

'. bornc out by detailed tcsts of
thi r ,- ccuracy,
M is reasonably certain that in \f'-\

no considerable part of the United
States railroad mileage .permancnt
way) "ii- being worked to within 20
p. r cent of capacity, assuming no great
change in the character or direction
of freight traffic movement.
Furthermorc, throughout 1"?1 the

large majority of railroads had both
reight and passenger locomotives,
e.speeially freight locomotives, stored,
laid up in white lead. as it is t '-iv
nically called. lt would not, however,
be safe to apply tin* :'0 per cent figure
:o tlie motive power situation. because

is probable that in 1920 there were
lo omotives used in service which were
quito uneconomical, an.i it is mr. ac-
cuinte to say that the strain put en

tl ,- te ..(' motive power and the ic-
- abnormal expenses in 1921 is

a fair measure of ttte railroads' ca-

pacity. In other words, a resumption
traffic musi mean further' orders
cc. moi '.'->'- by ma nv rail road-:.

Car Supply

eajjjjipmont.hePii recogi

customary way of measuring the
fre phl cai supply of the country is 10

e ., table showing car surpluses
:: car shortages. This is arrived at

averaging telegraphic reports re¬
ceived fro each railroad, showing the

f mpty cars nol rcquested
adii :¦ ai d lhe number of requests
rs fi oad ng that have not been

compl ed with. When there are more
cars 011 hand '' an requests, a tai tur

plus is shown, and when more requests
than cars on hand, a r-ar shortage is
shown. n 1921 there was. during thc
entire ye r. a surplus of box cai - 011
>': the roads of -;.,' country, varying
from n< ai ly .'00.000 during thc months
of January lo May. inclusive, to 22.000
bo,;' .. 0 N o\ mber.
There was a surplus of flat cars

v arj ing 0111 6,000 8,000; a sui pl us
sl .ck cai varying from nearly _.'.

000 in ')',.¦ months of Ann!. May and
u ne, to 8,000 in )c; obe

'ti ii othei ha nd, during lhe en; ire
year 10,20 there iva« a considerabli
shortage or all classes of cars, varyingfrom 60,000 box ars to abo i1 10 1*000.
.'n the average. for thc year in stock
1 a rs,

lt obvious from these figures that
any larp r< sumpt n of business ar--
1 ivity and frc ight lovnn ent w il! nr.
ci -itate two i: ing a reduci ion of
the !.; per cenl of car.- now unservice-
able and thc purchase of additional

I'he fact has tilreadyized hy the stronger rail-
roads and several fai rl j large orders
for car.. have already been plaeed with
builders,
Investors' Point of View

lonsidering: il now br efly rom the
investors' point of view, what he is
part icularlj interos ted in how much
surplus capacity speci ic roads have,-incc il is thc roads with lhe greatest
-urplus capacity which will benefil
mosl in a general way from an in¬
crease in traVsc, and those witli the
least surplus of facilities that will
benefit least.
Thc Southern Railway. the Atlantic

Coast 1 ine, Louisvillo &¦ Nashville, the
Seaboard Air I ine. all have a largesurplus of facilities and will benefit
correspondingly by nn increase in
traVac. This is true .llso of most of
lhe coal roads. Ii is especially true of
tho Buffalo, Rochcster &. Pittsburghand of thc Western Maryland and is,
to a lesser extent, true of thc Chesa-
peake <v Ohio, N'orfolk & Western.
.¦..nrl Virginia 11.
The tran continenlals would all

f-reatl- benefit by an increase in traf-
lic although this probaly applies with
greater force to the Northern Pacific,
Great Northern and Chicago. Milwau-
,.¦ and St. Paul than to the I'nion Pa¬
cific, Southern Pacific nnd Atchison,
Topeka & Santa 1>. The Middle West¬
ern road-- would all benefil by an in¬
crease in traffic, but some of them
probably would have to spend consld-
i-abl .,11111s to handle tho additional

traffic. This is likewisc true of ti.r*
S-outh « 51 ern road -.

The Denver f- Rio Grande would ben¬
efit by additional traffic, but, as was
pointed oul n thc reorganization plan,
some $15,000,000 will 1 ave to bc spentto put the read into shapo lo econorn
ically handle t::- increase in traffic over
a period of years.

fif lhe Eastern lines lhe Kric, LehlghValley and Lackawanna would grcatlybenefit by an increase in traffic; theXew York Central probabl*, to a somc-what loss extent, because il is now
getling a pretty good rafiic.
The Baltimore & Ohio likewisc wouldbenefit by additional traffic- up to a!

<.*rtain point, and this also is true ofthe Pennsylvanin. In fact, traffic 011tho Pcnnsylvania probalby is furtherIbelow normal than on any r.f thc otherlarge roads. beyond a 'certain point,however, additional traffic might he anadditional burden to any one of theseroads. This also is true of the New"".ork, New Haven & TIartford, but nol
so true of tho Boston & Mainc.

Rcfusal of Bids Shows
\l ool Growcrs' Strength

Actoin of Utali I*ool in HoldingOut for Higher Prices Will
Stiffcn tho Market

Special Di-spatc'i to The Tribune
BOSTON, Feh. 11..Thc fortifled po¬

sition of wool growers was ciearly
demonstrated in the recent refusal of
the selling committee of the Jericho
wool pool in Utah to acccpt the high.-st
offer among scnlcd bid-- for nearly
800,000 pounds. Bids were openerj Feb-
ruary 8. It was found that the Amer!-
can Woolen Company had named the
highest figure. 36M>c, and Thomas
Wolstenholme Sons Company. Phila¬
delphia, ;',,">''t<c. Other bids were: Hal-
lowell, Jones & Donald, Boston. 35c;
B. Harris Wool Company, St. Louis.
.').''. l-3c; Staunton Brothers, San Fran-
cisco, 33c.
The sellir.fr committee rejected all

bids, holding the wool for 40c. No im-
mediate effect wa:< fclt in Boston, but
the growers' action will tend to stiffen
prices here. Wool from Jericho is of a
line grade. A year ago the Jericho clip
sold for IT^c a pound. A Boston deal-
er in commenting on thc rejection of
bids said it. was the lirst time names
and amounts had been given out by
wool hoiders when scaled bid.; were
asked.
The successful Government sale here

was followed by big business. The an-
-louncement the government would of¬
fer it.s entire holdings at the next. pajT
ra* recnrderl «-< a favorable factor
and will he the loncest step lowurii'
lUtting the trade on a pre-war basis.

Workers Who Did Not Want War Paying
Indetnnity by Mark Inflation. Says Fisher

Drarth of Soldiers iu
Slrccts and Siriking 1)11'-
fcrcnec in JHoney Values
Fealnrcs of INewCermanv

Traveler Finds Changes
Those Who Losc Arc Ones

Whose Income Changes
Sloulv. lhe Middle Classes

By Irving Fisher
tfc8Sor of Economies < ) ah

I'uiversity
THE two fat'ts which mosl

strike the new arrival in
Germany aro tliat there nre

fewer soldiers in the streets than
before the war, and that the mark
will buy less, though the dollar

,\\il! buy more. The mark is now

worth less than half i\ cent, ns

against 24 cents before the war;
that is, in exchanging American
money for German, one gets more
than 200 marks for a dollar.

Bui the various ways of mcasuring
the value of the mark difTer verj
widely. AVe may measure tho ehange
in the mark not only by foreign ex¬

change bill also by thr price of cold
nnd by the index numbers of whole¬
sale priees, or retail priees or wages.
These have all heen affected in <lif

feren! degrees though in tne sanic
general way.

While t'ne purchasing power of the
mark in foreign exchange is now less
tiian a fiftieth of its pre-war par when
Germany and the rest of the world
were on a common gold standard! its
power of purchasing in wholesale trado
at home is about a fortieth, and its
purchasing power in reinil trade and
house rent, according to Prof. Kusssyn-
ski's calculations in Berlin, from one
sixteenth to one rfineteenlh (according
as the calculation relates to the nec-
essaries for an individual man or
n family.) Finallv, a mark will bu;
roughly a tenth of tire laboi il would
buy before rhe war. judging the scanty
statistics available. That is, as com

pared with its pre-war status, the mark
is now very roughly;

"

per cent in foreig exchange.
3 per cent in wholesale trade.
."i per cent io retail trade.

1,1 per eenl in the labor market.
Thus the laborei gel3 ten times his

pre-war wages, but pays twenty times
as much for his living expenses so that
'.r^s real wages are only half the pre-
war wages. Inflation in Germany is
doing on a grand scale jusl what infla¬
tion always does, robbing one sel of
people for tho benefit of another
Those who lose are those whose ii

comes are slow to ehange, i. e. rela¬
tively fixed- ";iNC(i" in terms of marks!
They comprisc nol only the wage earn
0 but, even more conspicuously, the
middle classes, who had been living on
salaries or returns from bonds or- other
"safe" investments. By lhe irony of
fatc, so-called "lixed" and "safe" in-
comes have become the most unfixed
and unsafe in real purchasing power.Tho patriotic German who boughtGerman bonds in 1914 has nominally
tne same interest and principal due as
seven years a-,-o. but in reality he has
lost more than 95 nor cent of his in¬
vestment, as has the owner of other
bonds and mortgages. Salaries, i: is
truc. have been raised, but even less
sufficiently than wages. The truth rs
that the middle classes have been
almost wiped out in Germany, as also
in Austria and every other infialcd

.country. So far as they cxist theyhave become the "new poor'' of Europe.But thc clevcrer among them have cs-
caped by changing their occupation to
laborer or shopkecper. ln consequencetho quality of school teaehing and civil
service is detcriorated.

(r(tp Brttccen Classes
Th-e war has thus thrown Germanyand all middlo Europe into thr un-

healthy "Russian*' condition of an up-
per class, h lower class aml a gap be-
tv.-cen. Among tho consequences of
this situation is poiitical instalibitl.
In Russia we know what happened.Apparently a somewhat similar class
struggle is fast developing in Germany,t re rich against the poor, with too few
in between to keep thc balance true.
The Ebert regimc, like the Kerenskyrogime may prove too unstable to last,
especially ii' further inflation further
destroys the middle class. ln this
class struggle the poor are losing eco-
nomically. And yet, politically, thc
working class is in power.

'I he government. has nol yet. proved
strong enough lo levy the taxes needed
to replacc inflation, and one great reu-
son for this wcakness is that the Gor
man people, especially the working
nv n. do not yet see clearly, thc cvila
of inflation. lt is simply one more in¬
stance of tbe need of elcmentary edu¬
cation in t.he simple foundation truths
of economies.

It is not realized, in the first place,that printing paper money to par gov¬
ernment deficils depreciates the mark,
nor, in lhe second place, that this <le-
preciation is an indircct tax on thc
poor. To take up thc lirst point first, I
was astonished to find in Germany the
same almost univcrsal ignorance of thc
chief cause of high priees which 1 have,
in my two previous articlos, alreadynoted in England and France, for 1 hacl
supposcd the fail of thc mark was so
striking as to compel explicit rccogni-tion. In America we all know jn a
general way that the mark has fallen
and why it has falleh. But in Germany
probably not one person in ten knows
this elcmentary fact.
A friend and fcllow economist, Pro-

"rssm- Roman, and l qucstioned about
twenty-five people, fair samples of all
classes, and found only two oul of lhe
twenty-five who seemed in the lasl to
understand the situation; and of these
two one was an accountant and the)other a Gcrman-Aniorican. Even in offi-jeial circles T am assured by several
competent observers, a majority do not
know lor profess not to believe) that
inflation of money has raised priees.1 say "or profess not to believe,'' be¬
cause my own observations in all
countrics, America included, have
driven me to the conclusion that those
who are most directly responsibla for
inflation try to blink the fact. and to
pin the responsibility elsewhere.

Professor Roman and I concluded
our search for an honest knower in a
shop kept. by two intelligent women.
After buying many of their wares ive
asked them kh ythe priees were so
much higher than formerly. Their
first rcason was thot wage3 anti the
other costs they had lo pay were so
high: that, is they sought to explainthe priees they charged us by thc
priees others charged them. A dozen
other oojially superficial reasons were
given ending with the "cxtravagance of
the government.'1 Questioned on this
noint they said the government did not
live within its income. On hearing this
our hopes were high that they would
next score tho governmenl for payingits detieit. by means of the printing
press. No such reply being forthcom-
ing, I sought to draw >;t out by aeking:

Legislalson Nefded to Perpetuate
New Campaign Against Bucket Shops
To the renaissance of bucket shops, operating according to n new

and subtlcr leehniquc, attention was divected by ;t special articlo in
these columns n fortnighl ago. A half year ol" rising prices, it was
pointed out, has nuule pvecarious tho condition t)f illegitimate firma
which flouvished during the period of falling quotations, when lhe
judgment of fhe average customer was proved wrong hy thc event.

During the last week, the law enforcing agencics of tlie county
have begun an active campaign for tlie prosocution of those who
illcgally take positions opposite their customers' instead of buying and
selling as brokers. Rigitl enl'oreeiuent of the present, laws will bc
helpful, Im! the present enthusiasm will he wastod unless tranalated
into new legislation which will climinate any loopholes which may
be shown to exist..M. S. K.

"Doesn't the government print a lot
of paper money nil the time nnd pay
their bills iu lhat way

*"'

"Y,s. of course," came the replv.
"They have to."

"Well," said, sceing that 1 musl
ask the direct question, "don't you
think thal. such a conslant increase. of
the paper money in circulalion must
cause prices t o rise V"
The replv was, "1 don't think so;

whj should il ?"
So much for lhe general ignorance

on inflation, as depreeiating tlie mark.
A" to the second point. the effect of

this depreciation on the poor, tbe
Ignorance seems to he just, as profound
an.l general.

I rredeemable paper money has oflen
been nicknamed a "forced loan." The
description is not a very good one, for,
usually, such a "loan" is not repnid.
Certainly, in the. case ol' Germany, in
flation is better classed as a forced
tax, or better since every tax iJ
forced in a sense) a tax forced in.l.
rectly and usually unbeknown lo the
taxpayer,

"l*hicking tlie Coose"
A cynical Minister of Finance in

France once said: "The ar! of taxation
consists in plucking from fhe goose lhe
largesl amount of fealhers wilh the
lensl amount of squenling." ln tlie
present insiance Ihe geese are lhe
working and middle classes, and they
ni'1' such gecse as lo pluck oul their
own feathers without realiv.ing it. while
he c\ nics are ihose ni Ihc upper

classes who understand better what is
going on aml smile.

ln other words, the greal reasons
'.'.'"'.'¦ inflation is kepl up in Germany
are two: ( Tl ihe rank an.i file of the
party in power do nol know any bet¬
ter, an.l .:'' many of 'he party oul of
powei 'io nol u anl any hcl ter sysl em.

II may be true thal the present gov
ernmeni cannol )evy directly all tiie
taxes necessary without making lhe
poose squeal so loudly lhal the govern
ment would be overthrown.

he poi.n i», 1." noted is lhat infla
nol in ii nelf a resource. I'

can pay no deficit. excepl as ii takes
something oul of the real interest 0f
the working middle classes. The ironyof the siluatioii is that, unless a miracle
happens, the indemnity will he paidjchiefly by th.* working people who did
nol wanl the war. while thc small class
of rich nationalists who did wanl. it,will successfttlly dodge their (axes.

Inflation aside, Germany is tayed.about $10 per capita, as compared with
$30 for France and $60 for England.Those figures- are worked out by h
French stalistician and were practic'allyaccepted by the Germans to whom 1
submitted them. They take due ac¬
count of the inlernal purchasing powerof the mark. As to thc German infla-
tion, for the last; two years. for everymark from true t ajes,* there were ap-parentl*,' about two and one-half marks
of deficit paid for hy the people throughthnt species of takation called inflation.
Tlie total of both is thereforc over
three aml a half time.' the true tares,
or about $;jj per capita, which is more
t han thc French figure.

Between 191.°, and 1921 taxes in
money increased approximately as fol-
lows: England, (C4 times: France, 5.4
times; Germany. 15.5 times; but the
moneys had changed that is, Ihe pricelevcla had increased in England 1.8
times; France, 3.2 times; Germany, 16
times; so thal thc real tax bu'rdeu
found by dividing thc former by the

latter) was for England 3.6 times;.France, 1.7 times, and Germany 1 time.
In other words. while England has
raised her real taxes over threefold
and France nearly twofold, Germanyhas not raised he'rs practically at all.
But these figures are niisle'ading if

inflation is left out of the reckoning.This indirect tax applies only to
Germany and changes the German fig-
urc from 1.0 to 3.5, or more than that1for France anrl about. the same as that.
for England. ("onsidcring thc fact'that Gennany's total income has un-
doubtedly shrunk far more than Eng-land's, we mav conclude thal Germany.is probably thc mosl hoavily. as well
as tho most unjustly, taxed of thethree. The reparations included in
Germany':; tax bill above recorded are!
small; for lhe reprtions pyments have,
not yet started full blast. France.while not inflating, has not balanced
its budget, either, but is borrowinghavily against the future German rep-nrations payments.
Probably, by the substitution of

sound and equitable taxation for paDer
money inflation, Germany could balanceits budget aside from reparations) on
less than $30 per capita (reckoned notby the foreign exehange, but by inter-,nal purchasing power), i. e.. countingthc present inark not as 2 per cent of
preVwar, but as ." or 5 per cent, us
per thc previous table. If Germany!should do this. her economic resourceewould not he injured, but helped, andhelped greatly, through bctlcr adjust-ment8 and better justice.
But what if the imposition of these

taxes make the German government so
ui.popular as to overthrow it? Already,
as 1 write, thr "tax compromise" is be¬
fore thc Reichslag.
Sees Tax Increase

'n spitc of all the ignorance there
are some who know what Germany'sreal needs are and, besides. there is the
pressuro from the Allies for Germanyto put her house in order. Some in-
crease in taxes will doubtless come
about. But lhe labor group. to get the
votes and keep in power bay havo to
keep on hearing the brunt ol ttte Dut-Iden or the strugglc may disrupt Ge--
many What happens will dependlargely on lhe reparation*.

I am writing o;i Ger.manv'i- momclaryproblem, out Germany cannot wellstabilize her money until she balancesher budget, nor balance her budget!until she has greatly raised her taxes,and her tax bill depends on the repara-tions payments more than on anvthincclse. ' to

The reparations problem thus affects
as well «s overshadows every othereconomic problem in the world'to-day.Ihe German contention is that. she can-
not nay so large a sun. Thc French at-
fitude. if I interpret it rightly, is thatshe doesn't much care whether Ger-
many can pay. But: she must, and if
she doesn't there'll be the devtl ti pay.The official English attitude is to side
with France, hut unotficially there is, I
believe, a general acccptance of theGerman contention.
Kcyncs's new book on the "Revising

of the Peace Treaty" puts lhe case
clearly nnd strongly. He reckons that
merely to pay the prescribed annual
J.nno.noo.OOl) ir-ol.l marks nnd tlie 26 per
cent on German exporls would take
nearly ,t quarter of Germany's present
national income, while Germany's in
ternal taxes. even if oul down to the
bone, will require nearly as much more.
All estimates ol" national income, how¬
ever, are litllr betler than guesses. My
own guess, from Keynes's own data,
would be much higher than his because
he seems lo pass by too lighlly lhe high
proiits which are acknowledged to ex
ist. ..even when measured by jr o
innrksl and because his result seems ^

very small compared wilh Germany's
resources. have found no one ,,>

Ktirnpo whose opinion on this subjerl
commands respect who believes thal
Germany can pay now. Most exp.
regard ihe proposition as preposterous.
it is ceilainly clear lhal, at this linie
lhe Alliles cannot colleet the slipulaled
repaiations ftill and oughl not t'i try;
they cannot collect lt nol only because
German; cannol pay bul also because
she cannol be made to ray so large a
mi m.

li ii* is always some evnsion ot' taxes
aml tim higher the t;it<. of taxation t'ne
more the evasion. Beyond a certain
point, therefore, n rise in the tax rate
defeats itself. 'lhe Gei inans at .-¦¦-.

rn ion i.'' tax dodgei Only th.. woi

ing' man te: < caughl. Ili- icn. tj
is dedueted by his employer from his
pay, while his employer conceals and
sequeslrates his profits, and keep? .<

special false set of books for the i-i
spection of the tax colloctor. More-
over, unlike his workmen's tax. own
is not paid v. hen his nco ne accrues,
but only after months of red tape, the
practical effect nl" which postpom ....

is to iv eal ed ni his ta burdens.,
heenuse the ma k in he nicanl me
falls; further evasion also ikes placeby the expott nn,l sale ef money and
'¦i edil Another kind ..t' asion
smuggling eM,ni!s it to Holland and
other friendly countries for re-expon
as goods of lhal country using the
trade connections built un during the
war and the blockade and thus e*scaping the 26 per cent export duty.The motives for e asion are tremend
ously strengthencd by the facl fhalth- proceeds g-., t0 enemies. Patriotisni
seems to the tax payer to justifv hm;
in evading whereas previously it
spurned him to pay up. Under thes"
encumstances Germany's income willelucle caplure like a greased pig.Thus tlie arguments for a morato-
vaim of several vears are lrresistible,Without a moratorium or other drasticrelief from lhe present schedule ,,-.
payments Germany cannot and will ol
pay what. she is scheduled to pay, andthe only satisfaction the Allies ciui gel(and it will be no satifction, exceplpossible to France) will be to pnis'.-.her Germany accuses France and oth¬
ers suspecf France ol' a greater desi"o
to punish Germany than to rccei -

reparations
Surcly tii" world cannot afTord to

.countenance a revival of impmon-ment for debt in novel internationalform For no matter haw far Furopogoes in playing the jailor to Germanyshe cannot thercby squeeze blood -..,.'¦,,
a stone.
H the idea is "f., hold Germanynown" for fear of future war. the rcp|yis thnt those now ruling- Germany are

not militaristic, nnd "holding her down
is is the surest way to put the Gcrm tnmilitarlsts bnek in tlie saddlo [ agrcothat, Germany may some day bring onanother war; so may any nation, France
as likely as any Holding Germany downis not the right way to KO about' in ur-
ing penec to the world, for I. is both
expcnsive and futile Tho right way isfor us all to agree in advance to putdown aggression collectively by "the'*league of "a" league 0f nations.'
Time to Recuperate
The present situation requires for-bearance of France as the crcditortoward Oermnny aa the debt'or, in theinterests of France herself. Anv wiscbanker, rather than precipitate hank¬ruptcy, will help tide a near-bankruptover his period of trouble if tho futurelooks bright. Germanv is now eco-'nomically ehausted, bul, give;, timeto recuperate, she mav again be as

prosperous as ever. Never was a eloaror
or more typical case of small iire.sentjincome and large prospeetive incomeGermany is in the same economic situ¬
ation that America was in while it wasundeveloped. Wc had then little presentincome but great prospeets. Germany!can only pay and bn mado to pay outcf her future abundance, not out ofher present scarc.ity. :
And for precisely thc same reaaonsthnt the Allies should give Germanya moratorium, America should give the!Allies a moratorium. Moreover, Francc's

pressure on Germany is parlly due to!America's pressure on France. A shorl-!sighted American policy may result inbankrupting both nations, fceding the
growing fire of French niilitarism and!
precipitating another world war. Cer¬tain it is that this problem of inter¬national debt cannot safely be trifledwith. and, as Keynes has 'shown. this
is precisely what. has been don'o bythe Allies. |
As to how much Germany should pay'in the future. thc abvious course seems

to be, while Germany is given a breath-ing spcll, to make an expert scientificrevision of the I.ondon schedule and
one which will not be again ealled into
question. This may and probably will
mean a drastic reduction, such ns thnt
proposed by Keynes, amounting toabout two-sevenlhs of the present de¬
mand (all to go to France and Bel-
gjum, the other nations relinquishingtnelr claims).

Moreover, when Germanv does paytln: Allies must be willing" to receive.The reparations problem seems to be
paBsing through three stages, as pointedout by Mr. Dullcs, of the American del¬
egation to thc peace conference. TheI
first question was How much does Ger¬
many owe? According to the mLschicfjshe has wrought she certainlv owes
more than she can pay. Tho "second
question, therefore came up: How much
can Germany pay? Probablv she canultimatell pay more than the Allieswill be willing to receive. Hence the
third question will come to the fore in
some form: How much are thev willingto receive?
A friend of mine has promulgatedtho idea of boycotting German Koodsforever, and also demands that Ger¬

many shall pay lo the uttermost farttt-|

Small Classes of Kid,
Nalionalisls Wiil Dorig<
Their Taxes; Keasons foi
Kecping Up tlie Poliej

Bi" Yarialion of Levie
Gemiaus Pay $10 Per Cap

ita: French $30, and Eng
lish $60, Figures Sliow

ing Thi< is an example of the incon
sislcnuy and confnslon of thoughtwhich enshrouds this subject mid
another example of lhe needs of i

kindergarten in economies for leadinpcitizens who cannot or will nol think
for themselves, Germany has onl*,
abotlL I.(IOO.OOD.(100 marks in gold ann
no impor;anl gold mines. Her efforlf
to make gold rom sea watei nevei
reached lhe commercial stage and he
did not suceeed in making - Lbeti.
gold. So there is nn wa.\ iti ght foi
Germany lo pay 10 billions of marks
iu new gold, and if she could do this
she wouiil do tr, thr. purchasing powei«..' thc gold dollar, sovereign and franc
what she has alrecdy don- i,, hei own
paper mark.

Ihe onlj way for Germany lo pay
ai.5 considerable sum is to pay in
goods, 'Ihr- actual installments maj be
in pold, but ia gold will have lo ci'r. u
.l;.|<'. relurning largely tr. Germany in
exehange foi her goods anrl then being
used over and over agin, as is he
function of money. Now, if we boy
coti Germany's goods we are refu ing

¦< accept pa> ment. lt is i idiculio to
irisist hal Germany sha II pay a nd af
he same ime assisi ha* ihe sl ull nol

a moi c tha n idiculous i« ask
in- hor to make bi ick wil oul raw,

An.i \ et I his is what ; happei fr
Germany submitled tn France a plan to
rebuild tbe devastaled area by German
labor ai: France did nol accept because
ol" lhe opposition of the French labor
and France did not accept because of
ih.' opposition of the French labor
group. This was a very gra-. <. m itake
by France. Free Trade Rngland like¬
wisc plaeed impedim.ents through the
Key Industries acl on the importalion
nf German goods into England As

as any greal amounl of Cl ial
goods ii ha ¦¦ ., cxport.ed, there

iiiev 'io hi an otitcrv bj ired
i' " -' in " ery ,-,, intry of the ;¦ one
v. ii ;¦ resull ng pressure r,,i pi otcc
t ioi Th.gnmeni ¦¦ || i,.. ,,

I'alli iou though it is true lhal any
'." .'ar a nd sudden dislo. it on of ti ade

|, ospociall-, whei ,. ite dis
ocation u come al end of th.
.¦,., ral ioi p. rio
But cthi fa icio u nol e
cas agaii tl admission of German

goods will be \ oci ferous and musi be
re. oner| make a othe
-' -',;.; e for r. cing the i
tion bi I.

Rcflected iti Trade
t'racl icnlI.v he ole u the .;¦¦¦ a

tions debl ln lhe Allies and ol lhe Al
iics to thc :; '.',1 State musi bc e
flectcd .¦ bala n<.' iradi Ger
many, .* ord p lo he oil icial liguri
al least. hns been exporting goods
wi rl h .;.,000,000 of gold ma 'ks a ea.
and mpoi ti ng 5,000,000,000. This iiow
a net balance of mports of 1,500.000,-
000, ivheri to be pa,\ ¦.: reparat oi -.

ltoii 1 cl ow ,i nel balai of cx

poi :. ay, 3,500,000,000. ai Gei
many in the next year reversc the
ual ion hy thc ne. essar; 5.000,000,000 '.'
Obviously not. One's export tratle can'1
bc forced to su li an nc ca c ovei n igh I.
Yet how can Germany pay in gold with¬
out now possessing the gold, borrowing
it, or earning it from exports?

At present Germany exports paper
money, n new expedient in finance,
\; the sale is rorced, the price is cul.
II is estimated thal oi er 30,000,000,000
marks in paper. to ray nothing of
crcdits, are held abroad, coming partly
from private individuals trying to hide
profit! from taxation but partly from
the German government. In the end
this is o ruinouslv costly mode of
financing, for all tnosc chickens will
con,,. h omc o rooi I. These f< reed
?ales of marks afford unparallcled bar-
gains to any one who will take these
m rk t o lerman y. Havi ng boug '7
them for a song, hc linds that in Ger¬
many they are not so depreciated. My
room in Berlin al a fii'st class hotel
cost mo 350 marks a day, but these
marks cost, me $1.75. A friend found
a good second class hotel where his
room co.-t 55 marks per day, which
cost. him less than 30 cents As the
mark abroad is '-¦ per cenl of pre-war
value, and al home 3 per cent in
wholesale and 5 per cent in retail
trade, tho foreign buyer gains thc dif-
feronee, i. >*.. buys at practically two-
tbirds of two-fifths of pro-war prices.
Germany is overrun with tourists an.d
"valuta-schweine" or "exehange hogs,"
who aro running off with Germany's
nroducts. A fur cap cost 400 marks or
$". Tho shopkeepers are, of course,
dcligbted, but we must not forget that
the German government represcnting
tho whole German people originally
sold these marks for gold or other
goods. I-i essence the government is
paying reparations in thc .'ur caps, for
instance, at. two gold dollars each; at
that ruinovis rate she cannol get far
on any schedule c<r reparation.

Ciibun Busiuess Worried
By Proposed Sales Tax

Measure in Present Form Does
Not Provide That Scllcr
Pas« Levy on to Buyer

HAVANA, Jan. 26, -Cuban* business
circles are much concerned over tho
new sales tax that this Congress has
been asked to pass as quickly ¦.>'-, pos-|
siblc. The proposed tax is similar to
that of Canada and thc Philippines
and calla for a i per cent levy (iii

gross sales of merchandise. Tho chief
concern ia the ract. that the proposed
law does not state spcciticnlly that'
the seller must charge the tax as a
separate iteni on thc invoicea rendered.

In the countrics which have had cx-

periencc wilh fhe sales lax it is well
undcrstood thnt. Lhe burden is passed
along lo lhe ultimate consumer, but
thc fear here is thal the buyers will
make thc scllcr absorb tho lax unless
the law necessitales that the amount
of the tax be spocified on the fnvoiceB.
Cuba to-day is suffering from falling

revenues and the present tax laws.|
I per cent on net incomes of btisincss
and th-.- stamp taxes on invoices, rc-
ceipts, etc. are of smaF- assistnnce,
owing to the business crisis through¬
out thc island. Thcreforc a sa'irs tax
which will produco revenue either in
good or bad times. anrl which ir, cquit-
able, will not meet serious objectioiis.

Various commercial bodies havo
written to thc tax commissioner"*, who
are advising President Zayas, begging
that. thc proposed law state ciearly
that. the buyer must pay tbe tax, so
that it migh be passed on to the con-
sume r.

Congress is also asked to pass a law
increasing the tax of 10 cents a bag
on sugar to 20 cents whenever thc
price of raw sugar reaches I! cents
or more a pound.

Also Congress has been requested
to put into effect again the niolasses
tax of one-fourth of a cent a gallon
whenever ihe price per gallon ta -1
cents or over,

Bad Debt Deduelions
Permitted in New Tajc

One of thc Most Important Changes in
Revenue Kegulations forBusinegg

Conccrns; Other Variatioiis
Hy Morris F. I rey

Attftislaiil Trctntvrpr, fhwraniy Trt'sl < un ua ..- ,

(TJ^ l.i KSTA NTI A I. changes have heen made ,

/^^ affecting deductionS allowed ii computi
One of the mosl importanl changes o*l int<

is that permitting ;i deduction for had debt
reasonable reserve. for bad dobl I ndei
by the Bureau of Internal Revenue, it wa: necs?*
have been determined to be worthle bj ¦¦.¦ ed a

bfore such dol>t could be takei in the n< ime tax r<

w.

1^1 ust.

iie only exception to this a
in case h debtor had been adjudged
bankrupt. and the report of
ceiver showed that the amount which
would be recoverable was less than
he .-i mbu nt due I n t h 3 case the 1 t

|.,ivr was permitted to deduct ¦¦ pai
lial write o!r of Lhe debt. Tiv ru ¦. of

e depa rtmeirl quii ng a dei ei m n *

lion of a had e"v>' by a fully tomn *>d
and closed transaction was cleai
sound. 'I he ta xpayer wa -.. nal
;, n ¦¦ ...i fi t,, eooi his loss in the ,*ea
n v. ii ich :' .¦'¦.. sustain ed a nd rt

ii-, -- o h.¦ wa ompel Ied to -.,,..- i!
.¦ n accou nf foi ta> pu po (

'I ne new law changes the pie
pract !< two particulars: Fii '¦¦

e ognizing a reserve or bu d
-, nd, econd, bj a low ng a debt lo be
c lai ged ofl n pa rt. nde r this pn
°ion a h :¦: paye r may eal bad
in either of ... o v. a;. ':,

ucl ion o m ncome in .¦- .¦¦

debt ascert ai ned to be woi
.. hoel or in parl. oi 2i b -i tl -d
fi on .:¦¦¦.. of an additioi to -, re

.,.,-.,. ',. -.; d deb! -. For the
v pa,\ ers, ega rd le % of e .¦

racti'ce could eleel -¦:' '¦¦ of lhe two
.¦ hods, The met hod ad ...'- I, how
er, must be folo.

m pei mission to hat p

b\ lhe Gommiss. ...¦..

Reven ie.

Partial Write-Offs
C) v i !. ll f P 3

I<i21 ofi r ¦. off made
unless lhe transactioi

ri n .¦ Di parl menl has
..... '.,-...

leductioi
in prior yeai

final
ed ial no

parl of b rlel
... -..-..-- and arg ofl

uai "

debl ascerti nerl bi Lota
ai tinal irged o*f,
¦¦ down to a no na nt

the lo d -...¦::.¦

mat ne r by << closed and
ran jaction. Th crei tor, wl o,
220. v .-..'.. down |ebl !>0 per. c<

-. p | .¦,

;. .¦> la w, lake .. deductiot 1921
ol -". pa rt ia '* but

nust wail int .-

i. out, h " time .. total
¦, .... ded

n det erm in ng ether a debt
worth less in wholi o part, '.

ntibSioner ln.ternation '¦'¦¦'
consider al! per* . '..'-. g
the valui ol the collatei ¦¦

curing.ie a d the a cial con¬
dition of the debtoi Part deduc-
tions will be aliowed wii
pi ric debts only. '1 <

:... ruled that when ba '- oi

corporations. which are subject to ¦-.-

pe '. ision b; 1 ederaI or state autho
ties, i:. obed ienci to peci '... orde rs ot
*- aci ordancc " th he ;:. ne ra policy
ol such itipervisory officers. have
c arged ofl debts n whole or- in part,
such debts, in thc absence of aflirma-
¦.: e e- .)-.. e "- r :. g .¦

con*rary, shall be presumed, for in¬
come tax purposes, to be worthless or
recovi rabli only in part, as the case
ma\ 'ue.
The bad debt pro\ is >n extends a'so

to debto cvidenced by bonds or other
similar obligations, A taxpayer other
than a dealer in securities, possessing
debts cvidenced by bonds or other obli¬
gations, cannot d d ... from gross in-
coi any amounl niercl; on account of
market fluctuations. Where a taxpayer,
ascertains that due. for instance. t.-i
tho rnancial endition of tiie debtor or
conditions other than market fluctua-
tions, he will recovcr upon maturity
none or only a part of the debt. evi-
deiiced b;, the bonds or otl cr similar
obligations, 'ne may deduct in comput-)ing net income the uncollcctablc partf thc debt cvidenced by the bonds or
other similar obligations.

fn lieu of a deduction for specific'
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Chinese Trade Outlook Gain
Prospect of Improved Market for American Stcel

Products as Exporls to i. S.
Show Increase

It is encouraging to note that al¬
though the prevailing rates of e\-

change in China are generally believcd
to favor imports, an improvement is
evidcnt in exports to the United
States, especially in goatskins, hides
aml wool, according: to a cabla from
Commercial Attache Julean Arnold. of
Peking, dated January 13. The export
trade with Europe remains quiet.

ih.ere is a prospect for an improved
market for American steel products. ns
stocks are low of bars for reinforcedconcrete construction, and building ac¬tivity in Shanghai oontinues owing to'ho shortage in housing and hotel ac-eommodations. The cotton piece goodsmarket has long been dull. wlth fewtransactions or inquiries, but thorc'are
signs of an improved demand from theintenor ol' China.
The banks buying rate i'cv $1 .-0jddecrcased to $1.80 Mex. from $1.83

»¦«" .?.a ,,cclnb" 15, and compareswith Sl.00 Mex. a year ago. The tele-."laphtc transfer rate oti Xew Vork is$0,765 gold for thc Shanghai tael. com¬pared with 90.71 gold a month ago.ihe Shanghai silver stock on January1> wns equivalent to $62,000,000 .Me\
a gatn of $4,000,000 Mex. over tho stock
on December 15, but considcrably lessthan thc $78,000,000 Mex. held a yoar
ago.

* jIt is estimatcd that ihe revenues ofthe Chinese Maritime Customs for the
year 1021 were 5 1,500.000 haikwan taels($41,400,000 gold. reckoning the tael at50.7b gold), an increase of about 4.-I'.KD.OOO haikwan taels over the income
of ¦19,S'20,000 haikwan taels (881,777,000gold, with the tael at $1.24 gold) of

Now Year Settlements
The Chinese Xew Year oceurrcd on

January 28 this year, and the govern¬ment and merchants everywhere made
every effort to settle their accounts
at that time. as is required by univer-
sa! Chineac custom.
German concerns havo been en-

deavoring recently to secure business
in China, and some of them have re-
opened the branches which they had
established in various places before the
war, but they havo not met with
marked succcss. Although a number of
orders have been taken for hardwarc.
electrical equipment. and buildingmaterials, dcliveries have nol been upto sample, and henco buyers are less
tempted to place orders "with German

| concerns, even ai ' AaMfl"
can manufacturers ef wire nails. #¦"
vanised shi its tii plat ar.d reinfw**
ing bars are able to lecu - their MPJof the business at 1 ie *- nt !ev»<
America n * t ce

Improvement in Trade in HIdtf
The Shanghai market r'^r goatei.--

opened with the incomi supply*
this season's stocks at pr ces probw!
slightly in advance of those paid atft*
end of last season. Thi :'*$'&¦¦
over froni last sea.- i bi pcor *

quality.
At the close of November therePj

no movement in hides, ar.d the Uw*
States was not buying, though s*81'
t ra n sac t ions were c Io a e d for .-'.'. psPjto Europe. It wns a buyer's *2.art'
ar.d t hei.7 seei icd to 6b<P*
improvement. With oflW
however, thc export trade it hidei"
improving an it tck -.- :t ia ly !'

ginning to mo'
Tha American consul gei 'ral ity

bin reported thar the shipnients ef nj^bad been brisk in \*ovcmber, a'*d t»*jthe total exoorts from Mukden PJHarbin to the United Sl it '- &*£*
October. November 11 Dece«P»
amounted to about ?2.750.000 gol* »

spite of the unscttled v':".!,
Sibcria, which have greatly decr***J?the supply during the last (<.'¦. >'f*r'
He also was informed that the OP
government was making arrangeWPJ
to sell at Chita furs to thc value p

$500,000 gold, and expected AraerP%
buyers to attend the sale, as many °

them visit this region each season,JPseveral have established pcWMP*
brnncli house.

57.000.000 Francs Scl &**&*
! or Swiss K. R. EIci triticatio"
Fifty-seven million francs have b<£,credited in the Swiss budset of Vr."

tor electrit'tcation of the Voderal »¦'
ways. It is hoped that the oleetrijP
tion of the Belliniona-I.ugano-CftlP"*j
the Erstfeld-I.uccrne, and thc GoM*^
Zug lines will shortly bc coiirpletei*
The Amstcg power station, of 89*

horsepowcr. will be ready to ruflP'
cnergy about April, 1922, and thc If
cerne-Zug-Zurieh line will probably6
electrified by the end of the year. »'

gether with the St. Gothard, the SS1
Lausanne line is to be electrified, *Jjwill be opened in the summcr of 1*5*
The current will be supp!icd b> fl
60,000-horsopower Barberine !;l82fJ*lwhich by that time .will have W
completed.


